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CASE NO. PUE-2009-00016

CASE NO. PUE-2009-60017

CASE NO. PUE-2009-00018

CASE NO. PUE-2009-00019

CASE NO. PUE-2009-00081

ORDER APPROVING STIPULATION AND ADDENDUM

On March 31, 2009, in Case No. PUE-2009-00019, Virginia Electric and Power

Company d/b/a Dominion Virginia Power ("Virginia Power" or "Company") filed an application



with the State Corporation Commission ("Commission") for statutory review of its rates, terms
and conditions for the provision of generation, distribution, and tfransmission services
("Application") pursuant to § 56-585.1 A of the Code of Virginia ("Code"). The Company
requested an annual base rate increase of $298 million. On April 6, 2009, the Company
submitted an errata filing to its Application, which changed its requested annual base rate
increase to $289 million.

On April 21, 2009, the Commission issued an Order for Notice and Hearing that
established the procedural requirements for Case No, PUE-2009-00019, scheduled a public
evidentiary hearing to commence on January 20, 2010 ("January 20" hearing"), directed Virginia
Power to provide direct and published notice of the proceeding, and suspended the Company's
proposed rates until September 1, 2009, the maximum period permitted by sfatute. On April 21,
2009, the Commission issued an order granting the Company a limited waiver of certain filing
requirements under 20 VAC 5-201-90,

The following parties filed notices of participation: Office of the Attorney General's
Division of Consumer Counsel ("Consumer Counsel"); Fairfax County Board of Supervisors
("Fairfax"); Department of the Navy, on behalf of the Federal Executive Agencies ("Federal
Executive Agencies"); Robert A. Vanderhye; Virginia Commiitee for Fair Utility Rates
("Committee"); Virginia Cable Telecommunications Association ("VCTA™); Chaparral
(Virginia) Inc. ("Chaparral”); Mead Westvaco Corp. ("MeadWestvaco"); Wal-Mart Stores East,
LP and Sam's East, Inc. (collectively, "Wal-Mart"); The Kroger Co. ("Kroger"); the Apartment
and Office Building Association of Metropolitan Washington ("AOBA"); International Paper

Company ("IP"}; and Utility Professional Services, Inc. ("UtilityPros").

On June 29, 2009, the Commission issued an Order on Consumer Counsel's Motion in

Limine, which (1) found that the rate year in Case No, PUE-2009-00019 is September 1, 2009



through August 31, 2010, and (2) directed the Company to amend its Application as necessary to
comply with such finding.

On July 14, 2009, the Commission issued an Order on Commission Staff's ("Staff")
Motion in Limine, which (1) found that § 56-585.1 A 10 of the Code mandates that, in Case No.
PUE-2009-00019, "the Commission shall . . . utiliz[e] the actual end-of-test period capital
structure and cost of capital of such utility," and (2) directed the Company to amend its
Application as necessary to comply with such finding,

On July 24, 2009, Virginia Power filed amendments to its Application pursuant to the
aforementioned June 29 and July 14, 2009 orders of the Commission. The Company lowered its
requested annual base rate increase to $250.2 million.’

On September 1, 2009, Virginia Power increased its base rates by its requested
$250.2 million, on an inferim basis and subject to refund, as permitted by statute.

On November 5, 2009, Virginia Power, Consumer Counsel, Chaparral, Mead Westvaco,
Wal-Mart, Kroger, AOBA, and IP filed, for the six cases captioned abové, a Joint Motion for
Leave to Present Stipulation ("Stipulation") and Proposed Recommendation and Modification of
the Commission's Procedural Order ("Joint Motion").> The Stipulation proposed, among other
things, to credit customers $397 million, to reduce base rates to their pre-September 1, 2009
level,® and to refund to customers all charges above that level collected by Virginia Power since

September 1, 2009. The Joint Motion asked the Commission to reschedule the January 20"

! See Ex. 26 at 13 (Bolton suppl. direct).
? The Stipulation was admitted to the record as Ex. 5. UtilityPros subsequently joined in the Stipulation. See Tr.
778-780,

* In addition, pre-September 1, 2009 base rates would be further reduced by $149.4 million to reflect that certain
costs previously included therein are currently being recovered through a separate rate adjustment clause under § 56-

585.1 A 4 of the Code (see Case No, PUE-2009-00018).



hearing to the earliest practical date fo consider the Stipulation, and to provide notice of the
rescheduled hearing,

On December 2, 2009, the Commission issued an Order on Joint Motion that, among
other things: (1) explained that Staff had yet to file its testimony and recommendations;

(2) denied as impractical the request to accelerate the January 20™ hearing (due to the current
procedural status of the case and the time required to publish notice of a new hearing); (3) noted
that all issues (which included the Stipulation) could be addressed at the January 20" hearing;
and (4) scheduled a prehearing conference. On December 9, 2009, the Staff filed its testimony
on the Application and recommended an annual base rate decrease of $365.3 million.*

On January 6, 2010, the Commission held a pre-hearing conference to address procedural
matters related to the January 20" hearing and on January 7, 2010, issued a guidance document
regarding the conduct of such hearing,

The Commission held the public evidentiary hearing on the following days: January 20,
21,22, 26, 27, 28, and 29, 2010, and February 2, 3, and 4, 2010. The Commission received
testimony from approximately 40 witnesses for the participants in this proceeding and admitted
over 125 exhibits into the record. The Commiésion also heard testimony from 13 public
witnesses, and over 30 written or electronic public comments were submitted in this case.

On February 11 and 22, 2010, respectively, the Commission issued a guidance document
regarding, and an order establishing the due date for, post-hearing briefs.

On February 26, 2010, the Staff, Federal Executive Agencies, Fairfax, Committee,
VCTA, and Mr. Vanderhye — along with the parties to the previously-filed Stipulation — jointly
filed: (1)an Addendum and Modification of Stipulation and Recommendation ("Addendum");

and (2) a Joint Motion to Suspend Briefing Schedule. The Addendum, among other things,

* See Ex. 53, Statement XIV (Pate direct). Staff subsequently reduced this amount to an annual base rate decrease of
$352 million. See Ex. 54.



increases the benefit to customers from $397 million (as reflected in the Stipulation) to

$726 million,’ includes credits through 2012, and prohibits the Company from increasing base
rates prior to December 1, 2013.% In addition, Virginia Power would refund to customers its
September 1, 2009 interim base rate increase; the amount of this refund would be dependent
upon the exact amount of charges collected since that date and, for example, could exceed
$145 million.” The Addendum requests that the Commission issue an order approving "the
Stipulation, as supplemented, or modified as indicated, by the provisions set forth herein,"®

On February 26, 2010, the Commission issued an order suspending the briefing schedule
and scheduling an evidentiary hearing to receive evidence on the Stipulation and Addendum.

On March 4, 2010, the Commission held an evidentiary hearing to receive evidence on
the Stipulation and Addendum.’

On March 8, 2010, Mr. Vanderhye filed a post-hearing brief, Mr. Vanderhye asserts that
the Company "has not established that its rate structure for Residential Schedule 1 is Yjust’ and
'reasonable’ as if relates to its primarily declining nature, the months selected for declining and
inclining, and the cutoff between declining and inclining,"'® Mr. Vanderhye originally proposed
an inclining block rate structure.!! On brief, however, Mr. Vanderhye states that "[s]ince the

provision of an all-year-round inclining block rate schedule may be too ambitious for this

5 This includes the Company's agreement to waive recovery of certain previously-incurred and federally-approved
costs related to providing (ransmission service, as well as base rate credits of $66 million per year in 2011 and 2012,

% This provision, however, does not preclude all rate increases prior to that date. For example, the Company may
still seek rate increases under Virginia statutes related to furel cost recovery, rate adjustment clauses, and emergency

conditions,

? This illustration simply reflects a straight-line calculation for seven months of a $250.2 million annual increase,
¥ Addendum at 2.

* The Addendum was admitted to the record as Ex. 5A,

10 Yanderhye post-hearing brief at 9.

! See, e.g, Ex. 35 at 3 (Vanderhye direct).



proceeding . . . , it is recommended that at the present time [Virginia Power] simply be required

to come up with a flat rate schedule that obtains the same revenue as the present unjust rate

schedule."'?

On March 9, 2010, Staff and all of the parties in Case Nos. PUE-2009-00011 and
PUE-2000-00017 filed joint motions requesting the following modifications, as reflected in the
Stipulation and Addendum, to Rider S (Case No. PUE-2009-00011) and Rider R (Case No.
PUE-2009-00017): (1) extend the filing date of Riders S and R applications from March 31,
2010 to on or before June 30, 2010, and on or before June 30 of each year thereafter; and
(2) extend the currently approved terms of Riders S and R at the existing rate of recovery
through March 31, 2011,

NOW THE COMMISSION, having considered this matter, is of the opinion and finds
that the Stipulation and Addendum shall be approved."”? We find that the Stipulation and
Addendum, faken as a whole, are just and reasonable and satisfy the relevant statutory
requirements attendant to the above-captioned cases. We emphasize, however, that such
finding does not establish precedent for any specific matter addressed in the Stipulation and
Addendum. Finally, we note that the combination of refunds and credits provided through 2012,

the elimination from future recovery of certain federally-approved transmission charges, and the

12 yanderhye post-hearing brief at 9.

" We likewise grant the March 9, 2010 joint motions to extend the filing dates and currently approved terms for
Riders § and R,

" In addition, we will not impose a new rate structure for residential customers as part of the instant proceeding,
We agree with the Company that significant rate design modifications should not be implemented without a more
thorough investigation that analyzes the impacts of such changes. See, e.g., Ex. 111 at 39-45 (Koogler rebuttal).
Although we conclude that the Company's existing rate structure continues to be just and reasonable, we also find
that an inclining block rate structure and a flat rate structure should be further evaluated. Specifically, we direct the
Company to submit, as part of its March 31, 2011 biennial review filing, two analyses (which shall include an
explanation of the assumptions, procedures, and findings of each) for residential customers: (i) an analysis of the
impacts of implementing a specific all-year-round inclining block rate structure; and (ii) an analysis of the impacts

of implementing a specific all-year-round flat rate structure.
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reduction of base rates to their pre-September 1, 2009 level are particularly important for both
residential and business consumers during the current economie conditions and should help to
promote economic development in the Commonwealth,

Accordingly, IT IS ORDERED THAT:

(1) The Stipulation and Addendum (attached hereto) are approved, and Virginia Power is

directed to comply therewith.

(2) In Case No. PUE-2009-00019:

(a) Virginia Power shall forthwith file revised tariffs and terms and conditions of
service with the Commission's Division of Energy Regulation, in accordance with the
Stipulation and Addendum, effective for service rendered on and after September 1,
2009.

(b) Virginia Power shall recalculate, using the rates and charges approved herein,
each bill it rendered that used, in whole or in part, the rates and charges that took effect
under bond and subject to refund on and after September 1, 2009, and, where application
of the new rates results in a reduced bill, refund the difference with interest as set out
below within sixty (60) days of the issuance of this Final Order.

(¢) Interest upon the ordered refunds shall be computed from the date payments
of monthly bills were due fo the date each refund is made at the average prime rate for
each calendar quarter, compounded quarterly, The average prime rate for each calendar
quarter shall be the arithmetic mean, to the nearest one-hundredth of one percent, of the
prime rate values published in the Federal Reserve Bulletin or in the Federal Reserve's

Selected Interest Rates (Statistical Release H.15) for the three (3) months of the

preceding calendar quarter.,



(d) The refunds ordered herein may be credited to current customers' accounts.
Refunds to former customers shall be made by check mailed to the last known address of
such customers when the refund amount is $1 or more. Virginia Power may offset the
credit or refund to the extent of any undisputed outstanding balance for the current or
former customer. No offset shall be permitted against any disputed portion of an
outstanding balance. Virginia Power may retain refunds to former customers when such
refund is less than $1. Virginia Power shall maintain a record of former customers for
which the refund is less than $1, and such refunds shall be promptly made upon request.
All unclaimed refunds shall be subject to § 55-210.6:2 of the Code.

(e) Virginia Power shall deliver to the Commission's Divisions of Public Utility
Accounting and Energy Regulation a report showing that all refunds have been made
pursuant to this Order, detailing the costs of the refunds and the accounts charged.

(f) Virginia Power shall bear all costs incurred in effecting the refunds ordered
herein.

(g) This case is dismissed,

(3) The filing date for Riders S and R applications is extended from March 31, 2010 to
on or before June 30, 2010, and on or before June 30 of each year thereafter, and the currently
approved terms of Riders S and R are extended at the existing rate of recovery through
March 31, 2011.

(4) In Case Nos. PUE-2009-00011 and PUE-2009-00017:

(a) Virginia Power shall forthwith file revised tariffs and terms and conditions of
service with the Commission's Division of Energy Regulation to reflect this Order
Approving Stipulation and Addendum, including the base return on common equity

contained in the Stipulation and Addendum.



(b) Virginia Power shall recalculate prior bills using the base return on common
equity contained in the Stipulation and Addendum, and shall provide refunds, with
interest, contemporaneous with the refunds ordered above.

(¢} These cases are dismissed,

(5) Case No. PUE-2009-00016 is continued.

(6) Case No, PUE-2009-00018 is re-opened for this Order Approving Stipulation and

Addendum and is otherwise d_ismissed.

(7) Case No. PUE-2009-00081 is continued.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to all
persons on the official Service Lists in these matters, The Service Lists are available from the

Clerk of the State Corporation Cominission, ¢/o Document Control Center, 1300 East Main

Street, First Floor, Tyler Building, Richmond, Virginia 23219,
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STIPULATION AND RECOMMENDATION

WHEREAS, in 2007, the Virginia General Assembly enacted significant
amendments to the Code of Virginia (“Va, Code™ or “Code”) relating to the regulation of
electric ufility service in the Commonwealth,’ which provides a new regulatory construct
for the Commonwealth’s electric utilities, including returning Virginia’s incumbent
electric utilities to a cost of service regulated environment and fundamentally changing
many aspects of the rate-setting and recovery process of electric utility costs; and

WHEREAS, the first paragraph of Va, Code § 56-585,1 A directs the State
Corporation Commission (the “Commission”), after notice and opportunity for hearing,
to initiate proceedings within the first six months of 2009 to review the rates, terms and
conditions for the provision of generation, distribution and transmission services of each
investor-owned incumbent electric utility with such 2009 rate reviews being governed by
the provisions of Chapter 10 (Va. Code § 56-232 et seg.) of Title 56 of the Code, except
as modified by Va, Code § 56-585.1 A; and

WHEREAS, on January 13, 2009, the Commission issued its Order Proposing
Initiation of Rate Proceedings and Schedule in an ex parfe proceeding in Case No. PUE-
2009-00002, and whereas, by its February 24, 2009 Order Scheduling Rate Proceedings,
the Commission established a rate case filing schedule for Virginia’s investor-owned
electric utilities, pursuant to Va. Code § 56-585.1 A in that same proceeding, which
directed Virginia Electric and Power Company (“Dominion Virginia Power” or the

“Company®) to file its statutorily required rate review on or before April 1, 2009; and

! Virginia Acts of Assembly, 2007 Reconvened Session, identical Chapters 888 and 933 (approved April 4,
2007; effective July 1, 2007),



WHEREAS, Dominion Virginia Power submitted a filing under se-al with the
Commission for the statutory review of ifs rates, terms and conditions for the provision of
generation, distribution and transmission services on March 31, 2009, pursuant to Va.
Code § 56-585.1 A, Rules 10 and 20 of the Rules Governing Utility Rate Applications
and Annual Informational Filings, 20 VAC 5-201-10 and -20, and the Commission’s
Order Scheduling Rate Proceedings issued February 24, 2009, in Case No. PUE-2009-
00002, and subsequently an errata filing on April 6, 2009, and an amended filing on July
24, 2009 (collectively, the Company’s “2009 Rate Case Filing” or “Filing™); and

WHEREAS the Company’s Filing reflects a requested total revenue requirement,
including fuel, of approximately $5.7 billion, which represents an increase in its
jurisdictional base rat¢ annual operating revenue of $250.2 million over present base rate

revenue of $3.2 billion, or 7.9%, and which is based on a requesied return on common
equity (“ROE”) of 14,0% including a maximumm 1,00% Performance Incentive, and
which is a 4.6% increase in its total annual operating revenue to $5.7 billion including
fuel, and which is comprised of an increase in distribution revenues of $83,7 million and
a generation revenue increase of $166.5 million, with the Compaﬁy proposing to allocate
and collect the revenue increase in distribution revenugs so that each customer class
receives approximately the same percentage increase in their distribution base rates, and
to do the same with respect to the increase in gencration revenues; and

WHEREAS, the Office of the Attomey General, Division of Consumer Counsel
has analyzed the Company’s base rate request, and in its testimony and exhibits filed on
November 2, 2009 has identified adjustme.nts that reflect a sufficiency in present base

rate revenues of approximately $238 million, based on a ROE of'11.12%, for the



jurisdictional base rate annual operating revenues for the rate year beginning September

1, 2009.
WHEREAS, by its April 21, 2009 Order for Notice and Hearing (“Procedural

Order”) in Case No. PUE-2009-00019 (or, the “2009 Rate Case proceeding”), the

Commission authorized the Company to implement the requested-rates effective--- - oo

September 1, 2009, on an interim basis and, pursuant to such Procedural Order, the
interim rates are now in effect; and

WHEREAS, the Company filed a request on March 31, 2009 in Case No. PUE-
2009-00011 1o revise its rate adjustment clause (“RAC”), designated Rider S, for
recovery of costs related to the Company’s Virginia City Hybrid Energy Center
(“VCHEC™); and whereas in Case No, PUE-2009-00017, the Company requested
approval on March 31, 2009 of a RAC, designated Rider R, to recover the costs
associated with the Bear Garden Generating Station and related transmission facilities
(“Bear Garden”) pursuant to § 56-585.1 A 6 of the Code;” and whereas on March 31,
2009 in Case No. PUE-2009-00016, the Company filed to revise its fuel factor pursnant
to Va. Code § 56-249.6; and whereas in Case No. PUE-2009-00018, the Company
requested approval on March 31, 2009 of a RAC, designated Rider T, pursuant to Va.
Code § 56-585.1 A 4 to allow the Company to recover certain costs charged by PIM
Interconnection LLC and approved by the Federal Energy Regulatory Commission; and

whereas, on July 28, 2009, the Company requested approval in Case No. PUE-2009-

2 The Company proposed that, for purposes of judicial economy, the general ROE established for
Dominion Virginia Power in the 2009 Rate Case Filing be used os the ROE in the Company’s Rider S and
Rider R applications, By Clarifying Order dated July 15, 2009, int Case Nos. PUE-2009-000] 1, -00017,
and -00019, the Commission directed participants to “address cost of capital (and other issues relevant fo
establishing ROE) related Case Nos, PUB-2009-00011 and PUE-2009-00017 simultaneous with Case No.

PUE-2009-00019." Clarifying Order at 2. .



00081 to implement 12 new Demand-Side Management programs and for approval of

two RACs, designated C1 and C2, ("DSM”) pursuant to Va. Code § 56-585.1 A 5

(collectively, the “parallel proceedings™); and

WHEREAS, the undersigned participants agree and recommend to the

7 Commission that it issue-an-order or orders in this matter approving thri’s,VSrtiﬁﬁlétiorzr],r— e
which order would contain the following findings and rulings, and other such relief as
may be appropriate:

BASE RATES OF SERVICE

1. | There is to be no increase in currently approved and effective base rates
and no change in any rates (except as stated in Paragraph 3 below), termns or conditions of
standard tariff offerings until the first biennial review pursuant to Va. Code § 56-585.1 A.

2, The Company shall refund, with interest and pursuant to such terms and
conditions as specified by the Commission, the increased revenues collected under the
interim base rates of service since September 1, 2009,

3. Currently approved and effective base rates shall be reduced by $149.4
million fo reflect that certain costs previously recovered through base rates of service are
now being recovered by Rider T as of September 1, 2009, as determined by Final Order
of the Commission on Ju-ne 29, 2009 in Case No. PUE-2009-00018,

4, The Company’s authorized ROE applicable to its base rates shall be
11.9%, unless and until reset in the biennial review process pursuant to Va, Code §
56-585.1 A. This ROE, which shall include a Performance Incentive of 60 basis points,
is agreed to solely for purposes of this Stipulation taking into consideration this

Stipulation as a whole and the disposition of all other matters set forth herein, and is not




intended to establish or otherwise be a precedent for a particnlar “peer group” floor or
“Performance Incentive” or to establish the “Initial Return” pursuant to Va. Code §
56-585.1 A 1d. Nor shall anything in this Stipulation be deemed to have adopted or

 established a particular methodology for determining & Performance Incentive.

RIDER TREATMENT

5. The agreed base ROE for Riders R (Bear Garden), S (VCHEC), and, if
approved, C1 and C2 (DSM), along with any future RAC under Va, Code § 56-585.1 A5
or A 6, if any, through December 31, 2010 is 11.3%, exclusive of any statutory incentive
adder under Va. Code § 56-585.1 A 6 (e.g., 100 basis points as approved for Rider S and
as requested for Rider R). No Performance Incentive shall be added to the base ROE
allowed for these RACs during this period. The treatment of any RACs approved to
commence post-2010 will follow the legal requirements set forth in Va. Code §

56-585.1 A, namely, thai the ROE is subject to change in any proceeding to aller the
revenue requirement for existing or new RACs approved prior to the conclusion of the
Company's first biennial review, and, once biennial reviews commence, the RAC ROEs

will thereafter be subject to change pursuant to (and will cqual) the ROE determined by

the Commission in such reviews,

6. For purposes of Rider R (Bear Garden), the statutory incentive adder

under Va, Code § 56-585.1 A 6 shall be applied for the first 10 years of the facility’s

service life.
RENEWABLE PORTFOLIO STANDARD GOALS
7. For purposes of a potential ROB adder for meeting Renewable Portfolio

Standard (“RPS”) goals under Va, Code § 56-585.2 C, it is deemed that, unless and until



reset in the biennial review process pursuant to Va. Code § 56-585.1 A, the Company has
received a “Performance Incentive increasing its fair combined rate of return on common

equity by more than 50 basis points,” in the terms of, and for the purposes of, Va. Code §

56-585.2 C,

RIDER CREDITS

8. The Company will provide a credit to customers from its 2008 revenue,
which amount will be credited to customer bills as described below. Specifically, $268

million of 2008 Company earnings will be credited to rider charges as follows:

}}?S;’ g;ﬁfﬁ Yoy Y 1(.’ $91 million
N L
?lmile;c;olfg;/; ggg'jsz ,?iiicliol 4.5%) $71 million
3008 cammpgs et $268 million

With respect to Riders T, R, and S, the amount credited in total will be $268
million, and this amount will offset all Rider increases as stipulated through December
31, 2010, However, if the incremental Rider charges total less than $268 million through
December 31, 2010, the difference would be deferred and used to reduce Rider deferral
balances for the next true-up.

With respect to Rider T, as set out above, a Rider credit will be provided to
customers equal to incremental Rider T rates (in excess of the §149.4 million in
transmission-related charges moved from base rates of service in connection with the

Final Order of the Commission dated June 29, 2009 it Case No. PUE-2009-00018), as



incurred, from September I, 2009 through December 31, 2010, The Rider T credit for
the period retroactive to September 1, 2009 will be applied (without interest) in a manner
consistent with the refund of interim base rates as specified by the Commission.

With respect to Rider R, a Rider credit will be provided to customers equal fo

Rider R rates approved in Case No. PUE-2009-00017-as incurred; from Rider R-effective
date through December 31, 2010,

With respect to Rider S, a Rider credit will be provided to customers equal to
incremental Rider S rates approved in Case No, FUE-2009-00011, as incurred, from
effective date of such incremental rates through December 31, 2010,

9. The Rider credits from 2008 revenuc totaling $268 million shall be treated
by the Conipany as revenue received under the Riders and no costs that were to be
recovered during such eredit period shall be cligible for recovery or reconciliation in later
periods.

10.  The total Rider credits through December 31, 2010 from 2008 revenue
shall not exceed $268 million. If Rider charges for Riders T, R, and S exceed $268
million as stipulated through December 31, 2010, the remaining charges in excess of
$268 million will be written off by the Company and not charged to cusiomers.

FINANCIAL TRANSMISSION RIGHTS CREDIT

11.  The Company will credit to customers $129.0 million related to revenues
from financial transmission rights (“FTRs"), inclusive of any carrying charge, for the
period July 1, 2007-June 30, 2009. The credit shall be allocated to customer classes
based on forecast energy sales for the December 1, 2009-June 30, 2010 period. The

residential customer class will receive an allocated credit of $58.2 million, such credit to



be applied to active customer accounts on a one-time basis within 30 days of Commission
Order adopting the Stipulation terms, For each individual residential customer, the credit
will be based on the customer’s last 12 months’ energy usage. For the non-residential

customer classes, an allocated credit of $70.8 million will be applied as a fuel credit rider,

based on actual energy consumption, over the remainder of the current fuel period ending

June 30, 2010. If the amount actually credited to non-residential customers during this
period exceeds, or falls short of, the intended $70.8 million credit by more than $1.0
million, such under- or over-recovery shall be credited to, or recovered from, non-
residential customers through a one-time true-up as of the end of the current fuel period.
WHEREFORE, the undetsigned partles agree that this Stipulation represents a
compromise for the purposes of seftlement of this case and balancing of many interess,
and none of the signatories to this Stipulation necessarily agrees with the treatment of any
particular item, any procedure followed, or the resolution of any particular issue in
agreeing to this Stipulation other than as specified herein, except as required to
implement provisions of this Stipulation , and the parties agree that the resolution of the
issues herein, taken as a whole, and the disposition of all other matters set forth in this
Stipulation are in the public interest, In the event the Cominission does not accept and
approve al] aspects of this Stipulation, the stipulating parties respectfully request notice
allowing them ten (10) days within which to attempt to reach a modified stipulation that
addresses the Commission’s concerns, If no such modified stipulation is reached after
ten (10) days, the Stipulation shall terminate and the signatories shall reserve their rights

to participate fully in all relevant proceedings notwithstanding their agreement on the

terms of this Stipulation,



Respectfully submitted by:

CM%MGzZ) IN Z
By Jg

C. .
Counse] /
Robert A. Welshaar, Jr. ’

Dennis P. Jamouneau

—  MocNees Wallace & Nuorick 1€
777 N. Capitol St., NE
Suite 401
Washington, DC 20002-4292
(202) 898-5700 (telephone)
(717) 260-1765 (faesimile)
rwelshaa@emwn.com
dimmouneau@inwn.com

Donald J, Sipe

Todd J. Griset

Preti Flaherty
.45 Memorial Circle

P.0O. Box 1038 -
Augusta, Maine 04332-1058
(207) 623-5300 (telephone)
(207) 623-2914 (facsimile)

dsipe@preti.cont
(griset@preti.com
WAL-MART STORES EAST, LP AND SAM’S EAST,
INC.
By: L /
{/ Counsel
Holly Rachel Smith
Hitt Business Center

3803 Rectortown Road
Marshall, Virginia 20115
(202) 302-3172 (telephone)
holly@raysmithlaw.com
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THE KROGER CO.

oo o

Counsel

Michaef L. Kurtz

Kurt J, Boehm
BOEHM, KURTZ & LOWRY

36 East Seventh Street, Suite (510

—Cineinnati, Ohio 45202
(513) 421-2255 (telephone)
(513) 421-2764 (facsimile)

mkurtz@BKlawfirm.com

kboehm@BKlawfirm.com
APARTMENT AND OFFICE BUILDING .
ASSOCIATION OF METROPOLITAN WASHINGTON
By: -%l}:z, s J S .5[/0@, 2B

c@ﬁi‘so:l
Frann G, Francis
Apartment and Office Building

Association.of Metropolitan Washington
1050 17® Street, NW, #300

Washington, DC 20036

(202) 296-3390 (telephone)

Timothy B, Hyland

Stein, Sperling, Bennett, DeJong, Driscoll
and Greenfeig

25 W Middle Lane

Rockville, Maryland 20850

(301) 838-3314 (telephono)

INTERNATIONAL PAPER COMPANY

By: 4’?*/"’”/“‘["‘—*——

f Counsel

Lowell E. Blackham
International Paper

Senior Counsel, Global Sourcing
6400 Poplar Avenue

Memphis, Tennessee 38197
(901) 419-3911 (telephone)
(901) 214-0950 (facsimile)
lowell blackham@ipaper.com
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OFFICE OF THE ATTORNEY GENERAL,
DIVISION OF CONSUMER COUNSEL

By:
unsel
William C, Mims
Maureen Riley Matsen
C. Meade Browder, Jr.

D. Mathias Roussy, Jr.

Office of the Aftomey General
900 Bast Main Streat
Richmond, Virginia 23219

(804) 786-2071 (telephone)
VIRGINIA ELECTRIC AND POWER COMPANY

,\ww LI L e
U Counsel

By:

Pamela J, Walker

Karen L. Bell

Dominion Resources Services, Ine.
120 Tredepar Street

Richmond, Virginia 23219

(804) 819-2269 (telephone)
pamela, walker@dom.com

karen bell@dom.com

Edward L. Flippet

Joseph K, Reid, I

Kristian M., Dahl
McGuireWoods LLP

One James Center

901 Bast Cary Street
Richmond, Virginla 23219-4030
(804) 775-1000 (tclephone)
eflippen@meguirewoods.com
Jreid@meguirewoods.com
kdahi@meguirewoods.com

Donald G. Owens

Thomas C, Walker, Jr.

Troutman Sanders LLP

1061 Haxall Point

Richmond, VA 23219

(804) 697-1217 (telephone)
donald.owens@troutmansanders.com
fom, walker@troutmansanders.com

Counsel for Virginia Electric and Power Company
November 5, 2009
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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

For epproval of the Annual Filing as required

Case No. PUE-2009-00011

s8EgaszTant

by Final Order of the State Corporation Commission

in Case No, PUR-2007-00066 granting approval of a
rate adjustment clause, Rider S, with respect to the
Virginia City Hybrid Encrgy Center generation and
transmission facilities located in Wise County, Virginia

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

To revise {ts fuel factor pursuant to
§ 56-249.6 of the Code of Virginia

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

For Approval of a Rate Adjustment Clause for Recovery
of the Cosis of the Bear Garden Generating Station and
Bear Garden-Bremo 230 k'V Transmission Interconnection Line

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

For approval of a rate adjustment clause pursuant to
§ 56-585.1 A 4 of the Code of Virginia

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

For a 2009 statutory review of the rates, terms

and conditions for the provisian of generation,

distribution and transmission services pursuant
to § 56-585.1 A of the Cade of Virginia

APPLICATION OF
VIRGINIA ELECTRIC AND POWER COMPANY

For approval to implement new demand-side
management programs and for epproval of two
rate adjustment clauses pursuant to § 56-385,1 A 5
of the Code of Virginia
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Case No. PUBE-2009-00016

Case No, PUE-2009-00017

Case No. PUE-2009-00018

Case No. PUE-2009-00019

Case No, PUE-2002-00081



ADDENDUM AND MODIFICATION OF
STIPULATION AND RECOMMENDATION

NOW COME the undersigned parties to the November 5, 2009 Stipulation and
Proposed Recommendation (“Stipulation”) filed in Case Nos. PUE-2009-00011, -00016,

-00017, -00018, -00019, and -00081, Chaparral (Virginia) Inc., MeadWestvaco Cotp,,

SEBatZaet

Wal-Mart Stores East, LP and Sam’s East, Inc., The Kroger Co,, the Apartment and
Office Building Association of Metrapolitan Washington, Intematio'nal Paper Company,
Utility Professional Services, Ine¢., the Office of the Attorney General, Division of
Consumer Counsel (“Consumer Counsel”), and Virginia Electric and Power Company
(“Dominion Virginia Power” or “the Company™), and additional parties to these
proceedings, the Department of the Navy on behalf of: the Federal Executive Agencies
(“FEA”), the Virginia Committee for Fair Utility Rates (“VCFUR"), the Fairfax County
Board of Supervisors, Mr, Robert A, Vanderhye, the Virginia Cable Telecommunications
Association (“VCTA™), and the Staff of the State Corporation Commission (the
“Commission”), to agrée and recommend to the Comeission that it issue an order or
orders in this matter approving the Stipulation,.as supblemented, or modified as
indicated, by the provisions set forth herein (“Addendum™);
BASE RATES OF SERVICE
12, There will be no base rate adjustment prior to December 1, 2013, except
upon a determination that emergency rate relief is warranied, as authorized under Va.
Codeé § 56-245, This Paragraph modifics the provisions of Paragraph 1 of the
Stipulation only in that it extends the base rate ﬁ-eezc. until Decembelr 1,2013,
13. The Company’s authorized return on equity (“ROE”) applicable to base

rates (inclusive of a Performance Incentive of 60 basis points) of 11,9% shall be



utilized for purposes of the Earnings Test prescribed for the Company’s first biennial
review pursuant to Va, Code § 56-585.1 A. The “earnings band” for this biennial
review Earnings Test shall be 11.4%-12.4%. This Paragraph clarifies the provisions of

Paragraph 4 of the Stipulation. As stated in the Stipulation, this ROE is agrced to

gEaeszaat

" solely for purposes of this Stipulation taking into consideration this Stipulation as a
whole and the disposition of all other matters set forth herein, and is not intended to
establish or otherwise be a precedent for a particular “peer group” floor or
“Performance Incentive” pursuant to Va. Code § 56-585.1 A 1 d. Nor shall anything in
this Stipulation be deemed to have adopted or established a particular methodology for
determining a Performance Incentive,

14, Consistent with the terms of Va. Code § 56-585.1 A 1, the first biennial
review will be based on two successive 12-month test periods ending December 31,
2010, The Company’s second biennial review will be based on two successive 12-
month test periods ending December 31,2012, For Earnings Test purposes in each of
these biennial reviews, the earnings resu}ts of the two test periods will be netted
together to determine total period earnings and each test period’s rate base will be
based on 13-month averages and each test period’s capital structure will be based on
end-of-test period, Eamings Test adjustments shall be based on the guidelines attached
as Exhibit A to this Addendum. A list of all material aceruals and out-of-period
accounting entries will be included in each of these biennial review filings.

15, The provision of P‘;iragraph 4 of the Stipuiaﬁon stating that the égreed

base ROE shal! not establish the “Initial Return” pursuant to Va, Code § 56-585.1 A2



d is withdrawn, The “Initial Return” pursuant to Va. Code § 56-585.1 A 2 d is the base

return on equity of 11.3%.

16. The Company will provide a $132 million base rate credit to customers

from 2008 revenues. The credit shall be designed to credit equal amounts of $66

SEQBRTAGOT

million during calendar years 2011 and 2012. The $132 million base rate credit to be
provided to customers in the years 2011 and 2012 will be apportioned to all customer
classes and rate schedules consistent with the manner in which the Company initially
proposed the base rate increase in Case No, PUE-2009-00019, i.e,, equal percentage

across all classes, Afler the dollar apportionment per customer class and rate schedule

is determined on this basis, a rate per kWh will be derived fo be applied to bills starting -

January 1, 2011, and continuing for the two-year period ending Decémber 31, 2012,
The base rate credit will be applied on a $/kW basis for customers served on GS-3 and
(3S-4, The method for deriving the base rate credit rider will be consistent with the
manner approved by the Commission for setting Riders R, S and T, and based on
forecasted sales for the two-year period. The Company will closely monitor the dollars
being returned to customers by way of this base rate credit rider and will work with
Staff to determine whether, commencing October 1, 2012, the rates that effect the base
rate credit rider should be adjusted proportionally up or down as necessary in order to
ensure aggregate credits to customer bills under this provision of $132 million on or
before December 31, 2012. '

RIDER TREATMENT

17. The parties will support a base authorized ROE of 11.3% for any rate

adjustment clause (“RAC") under Va, Code § 56-585.1 A 5 or A 6 (“Subsection A 5



or “Subsection A 6"), including Riders R {Bear Garden), S (VCHEC) and, if approved,

. 8EAOB]ZAOT

Riders CI (Peak shaving) and C2 (DSM), along with future RAC(s) under these Code
‘sections, if any, should the Company’s Application or Petition for initial or updated

approval of these RAC(s) be filed on or before June 30, 2010. The supported base

ROE is exclusive of any statutory incentive adder-under Va, Code § 56-585.1 A6 (e.g,
100 basis points as approved for Riders R and 8). The Company agrees that no
Performance Incentive shall be added to any 11.3% base authorized ROE approved
consistent with the terms of this Paragraph. The Company agrees to request that the
implementation date of Subsection A 6 RACs be shifted fo reflect a rate year
commencing April 1, as opposed to January 1, with any annual updates to be filed on
or before June 30 of each year, as opposed to March 31, commencing with such filings
in2010. For existing Subsection A 6 RACs, including Riders R and 8, the Company
" will request, and the parties will support, extending the currently-approved terms of
these RACs to March 31, 2011, at existing rates of recovery, in order to effect the
intent of this provision. Any over- or under-recovery of costs during this extended
period, if approved, shall be addressed through the deferral and true-up provisions of
these RACs. For all new or updated RAC Applications-or Petitions under Subsections
A 5 or A6 of Va, Code § 56-585.1 filed after June 30, 2010, the parties do not stipulate-
to an authorized ROE, and the determination of the authorized ROE shall be in accord
with the provisions of Va, Code § 56-585.1. This Paragraph supersedes, in its entirety,
the provisions of Paragraph 5 of the Stipulation.

‘18, As to any approved Rider for the recovery of costs pursuant to subsection

A5 ¢ of Va. Code § 56-585.1, the Company agrees that the allowed gross-up or margin



on operations and maintenance (“O&M”) expenses shall be limited to the Company’s

overall Commission approved cost of capital, up through December 31, 2013.

19, The provisions of Paragraph 6 of the Stipulation are withdrawn as moot

in light of the Commission’s Order Approving Rate Adjustment Clause in Case No.
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PUE-2009-00017.
RIDER CREDITS

20, Pursuant to the provisions of Paragraph 8 of the Stipulation, Rider Credit
rates will be developed to offset the increases in rates associated with Riders R, §, and
T. Paragraph 8 of the Stipulation also specifies that the Rider T credit for the period
retroactive to September 1, 2009 will be applied (without interest) in a manner
consistent with collection of those rates from customers. Recognizing that the rate
increases associated with Riders R and S were effecti;/e on January 1, 2010, the

Company will also apply the Riders R and S credit rates (without interest) for the

period retroactive to January 1, 2010 in a manner consistent with the collection of those

rates from customers to provide a similar “‘caich-up” of the credits provided for under
this provision, This “catch-up” credit, for Riders R, 8, and T, will be distributed to
customers at the same time as the refund of the interim base rate increase, as ordered
by the Commission. For the period subsequent to the “catch-up” of the Rider R, S and
T Credits, such Rider Credits will be applied mbnthiy pursuant to the provisions of”

Paragraph 8 of the Stipulation through December 31, 2010. This Paragraph clarifies

the provisions of Paragraph § of the Stipulation.



DEFERRED RTO COSTS RECOVERY
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21, As of January 1, 2011, the Company waives any and all recovery from
Virginia retail customers of any of its charges from PIM for deferred RTO costs (“DRC

Charges”) approved by FERC in Docket No. ER08-1540. The waived recavery of

DRC Charges will consist of a deferred balance of $142,000,000 and authorized
carrying charges of $55,000,000, for a total of $197,000,000.
ADVANCED METERING INFRASTRUCTURE (AMI) COST RECOVERY
22, The parties agree that rate treatment of all AMI deployment-related costs,
including any change in the cost recovery relative to the existing meter infrastructure,

- has not been determined in Case No. PUE-2009-00019; the rate treafmeni of such costs
may be addresséd in a future Subsection A § proceeding or biennial review of base
rates. Should the Commission approve, in any future Subsection A S proceeding, cost
recovery of any item currently in the cost of service, then notwithstanding Paragraph

12 above the Commission may contemporaneously remove such cost recovery from

base rates throﬁgh an appropriate adji:stment to base rates.
AFFILIATES AGREEMENT
23.  The Company will re-file its Services Agreement with DRS within nine
months of a final order in Case No, PUE-2009-00019. The Company and Staff will
work together to review other currently approved affiliate agreements and assess
whether changes are necessary. The re-filing and ultimate outcome of such re-filing
will not affect or change the financial terms of this Stipulation. No party is waiving

any right to participate in any proceeding before the Commission,



QUALITY OF SERVICE

24, There will be no deferioration in customer service or service reliability as
a result of the adoption of this Stipulation, The Company will work with Staff and

provide information necessary to monitor this requirement, No party is waiving any

right to participat; m any proceeding befdre the Commission,

WHEREFORE, the undersigned parties agree that the Stipulation, as
supplemented or modified by this Addendum, represents a compromise for the purposes
of settlement of this case and balancing of many interests, and none of the signatories to
this Stipulation and Addendum necessarily agrees ‘&;/ith the treatment of any particular
item, any procedure followed, or the resolution of any particular issue in agreeing to this
Stipulation and Addendum other than as specified herei;i, except as required to
implement provisions of this Stipulation and Addeﬁdum, and the parties agree that the
resolution of the issues herein, taken as a whole, and the disposition of all other matters
set forth in this Stipulation and Addendum are in the public interest. In the event the
Commission does not accept and approve all aspects of this Stipulation and Addendum,
the stipulating parties respectfully request notice alowing them ten (10) days within
which to attempt to reach a modified stipulation that addresses the Commission’s
concerns. If no such modified stipulation is reached afier ten (10) days, the Stipulation
and Addendum shall terminate and the signatories shall reserve'their rights to participate

fully in all relevant proceedings notwithstanding their agreement on the terms of this

Stipulation and Addendum,
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Robert A, Weishaar, J,

Denais P. Jamouneau o
McNees Wallace & Nurick LLC
777 N. Capitol St,, NE

Suite 401

Washington, DC 20002—4292
(202) 898-5700 (telephone)
(717) 260-1765 (facsimile)
rweishaa@mwn.com-
djamouneau@mwn,éom

Donald J, Sipe
Todd J. Griset
Preti Flaherty
45 Memorial Circle
. P,O. Box 1058
Augusta, Maine 04332-1058
(207) 623-5300 (telephone)
(207) 623-2914 (facsimile)
_ dsipe@preti.com
tgriset@preti.com

Holly Rachel Smith

Hitt Business Center

3803 Rectortown Road
Marshall, Virginia 20115
(202) 302-3172 (telephédne)
holly@raysmithlaw.com

Respectfully submitted by:

Counsel

MEADWESTVACO CORP.

WAL-MART STORES EAST, LP AND SAM’S
EAST, INC.
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THE KROGER CO.
By: K %
Counsel
Micheel L. Kurtz
Kurt J. Boehm
BOEBM, KURTZ & LOWRY

*36 East Seventh. Street, Suite 1510

Cincinnati, Ohio 45202
(513) 421-2255 (telephone)

APARTMENT AND OFFICE BUILDING
ASSOCIATION OF METROPOLITAN
WASHINGTON

By

Frann G, Franois

Apartment and Office Building
Assoclation of Metropolitan Washington
1050 17" Street, NW, #300

Washington, DC 20036

(202) 296-3390 (telephone)

Timothy B. Hyland

Stein, Sperling, Bennett, DeJong, Driscoll
and Greenfeig  *

25 W Middle Lane

Rockville, Maryland 20850

(301) 838-3314 (telephone)

INTERNATIONAL PAPER COMPANY -

By: Zvﬂﬂ/{(a{'&ﬁ_—-—-v

7 Counss)

Lowell E. Blackham
International Paper

- Senior Counsel, Global Sourcing
* 6400 Poplar Avenue

Memphis, Tennessee 38197
(901) 419-3911 (telephone)
(901) 214-0950 (facsimile)
lowell blackham@lpaper.com

SEQDSZRAT



UTILITY PROFESSIONAL SERVICES, INC.

Brian R. Greene

SeltzerGreene, PLC

Eighth & Main Building o
707 East Main Street, Suite 1025
Richmond, Virginia 23219
(804).672-4542 (telephone)

DEPARTMENT OF THE NAVY, ON BEHALF
_ OF THE FEDERAL EXECUTIVE AGENCIES

Audrey Van Dyke

Naval Facilities Bngineering Command

" Litigation Office, NAVFAC Washington
720 Kennon Street, S.E. .
Bldg. 36, Room 136. .
Washington.Navy Yard, D.C, 20374

(202) 685-1931 (telephone)

VIRGINIA COMMITTEE FOR FAIR UTILITY
RATES .

B e R %/mw

\_~ =  Counsel

Louis R, Monacelt

Edward L. Petrini

Christian & Barton, LLP

Suite 1200

909 Bast Main Strect

Richmond, Virginia 23219-3095
(804) 6974108 (telephione)
Iingnacell@cblaw.com :
epea‘uzi@cbfm# com

-
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FAIRFAX COUNTY BOARD OF SUPERVISORS

U Counsel O

By: .

David P. Bobzien

Marilyn & McHugh

Office of the Fairfax County Attorney

12000 Government Center Parkway, Suite 549
Fairfax, Virginia 22035-0064

(703) 324-2421

ROBERT A, VANDERHYE

By:

/s/ ‘RobeﬂA. Vanderhye (with permission)
) Counsel -

Robert A. Vanderhye

801 Ridge Dr.

McLean, Virginia 22101-1625
(703) 442-0422 (telephone)

VIRGINIA CABLE TELECOMMUNICATIONS
ASSOCIATION

Counsel

Cliona M. Robb

Christian & Barton, L.L.P.

909 East Main Street, Suite 1200
Richmond, Virginia 23219-3095
(804) 697-4100 (telephone)
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Kenneth T. Cuccinelii, II
Wesley G, Russell, Jr.

C, Meade Browder, Jr,

Kiva Bland Pierce

Office of the Attorney General
900 East Main Street
Richmond, Virginia 23219
(804) 786-2071 (telephone)

Witliam H, Chambliss

Office of Qeneral Counsel
State Corporation Commission
P.0. Box 1197

Richmond, Virginia 232181197

(304)371-9671 (telephone)

.OFFICE OF THE ATTORNEY GENERAL,

DIVISION OF CONSUMER COUNSEL-
By: W pele
Counsel

STAFF OF THE STATRE CORPORATION
COMMISSION

WW

Coundel
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VIRGINIA ELECTRIC AND POWER COMPANY
-
By: Nt Wit o

Counsel
PamelaJ. Walker

Karen L. Bell

Dominlon Resources Services, Inc,
120 Tredegar Street

Richmond, Virginia 23219

(804) 819-2269 (telephone)
pamela,walker@dom.com
karen.bell@dom.com

Edward L. Flippen

Joseph K, Reid, Il

Kristian M, Dahl

McGuireWoods LLP °

One James Center, 901 East Cary Street
Richmond, Virginia 23219-4030

(804) 775-1000 (telephone)
eflippen@meguirewoods.con
Jreid@mcguirewoods.com
kdahi@mcguirewoods.com

Donald G, Owens
. Thomas C. Walker, Jr.
Troutman Sanders LLP
1001 Haxall Point
Richmond, VA 23219
(804) 697-1217 (telephone)
donald.owens@troutmeansanders.cont
tom.walker@troutmansanders.com

Counsel for Virginia Electric and Power Company

February 26, 2010
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EXHIBIT A

GUIDELINES FOR EARNINGS TEST ADJUSTMENTS

. The biemlial'reviews, as provideci for under Va, Code § 56-585.1 A 3, shall be primarily
a per books evaluation of the Company’s consolidated actual jurisdictional financial resuits fqr
its generation and distribution services reflecting the aggregate actual costs incurred by the-
Company during the combined test periods under review. In general, the actual financial results
of the C\ompany will be adjusted only for differences between Generally Accepted Accounting
Principles and regulatory accounting based on ratemaking practices previo'usly established by the

Commission in prior Virginia Electric and Power Company rate decisions.
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